Internal Revenye Service Department of the Treasury
DEﬂkchemor - Bex 36601, LHE: sr-4445
San Francisco, Ca 941062

Parson to Contace:
m
4

elephone Nuober:

Dear Sir o Madan:

Ve have considered your application for exeuprion from Federal
income tax asg an crganization described ig Section 501(c)(3) of
the Internal Revenue Code of 1986,

The informatio
dssociation on

n submitted discloges thac you were formed as anp

Your articles of association state that you are formed, in
part, ", ,,.to develop ang Fromote the arts for residents gnd
visitors of aud the Surrounding areag of B -

n

You are 3 dembership organization; becoming 8 member enables
an artist oy craftsperson to exhibiz and sell his or her owg
artwork ia your annual art shows,

Your activities consigt, ip part, of holding workshops and
seminars to promote the understanding and dppreciation of art in
the community. v ‘loo sponsor ga Summer Arts apg Crafts Progran
for the shail  p oL the 4nd 4 miniwum of two
annual arg shows, ga &Pring shoy and a vinter show, whicy are open
to the Public, with art wvorks of your members op display,

Art shows arce voluntarily staffed by Jour members, vYou do not
have your owgp facilxties, 30 exhibits are op display at no cosgt in
the lounge of the « A coumission of M io
collected frop artlsts on all sales of art golg during vour annual
art exhibics, Artigts receive M2 of the sale price,

Proceceds fronm the gale of artwork and wenbership feeg are used
to purchase supplies for children-sg vorkshops, to sSuppore
conmunity organizations, ang to pay your OPersving expenses.
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Section 501(c) of the Code deseriber certain organizations
exempt from income tax under section 501(a) and reads, in part, ag¢
follows:

"(3) Corporations, aad any community chest, fund, or
foundation orgaunized and operated exclusively for
religious, charvitable, scientific, testing for public
safety, literary, or educational purpcses, or te foster
national or international amateur sports competition (but
only if no part of its activities involve the provision
of athletic facilities or equipment}, or Ffor the
prevention of cruelty to children or animals, no part of
the net earnings of which inures to the benefit of any
private sharcholder or individual, no pubstantial part of
the activities o¢f which is carrying on propaganda, or
otherwise attempting, to influence legislation, {excepc
as otherwise provided in subsection (h)), and which does
not participate in, or intevrveme iu (including the
publishing or distributing of statements) any political
campaign on behalf of (or in opposition to) any candidate
for public office."

Section 1,501(c)(3)-1(c) (L) of the Income Tax Regulations
states that an organization will be regarded as "operated
éxclusively"” for one or more exempt purposes only if it engages
primarily in activities whieh accomplish one or more of such
exempt purposes specified in section 501(e)(3). An orgsnization
will not be so regarded if more than an insubstantial part of its
activities is not in furtherance of an exempt purpose.

Section 1.5014c)(3)~1(c)(2) of the Regulations states that an
organization is not operated exclusively for one or more exempt
purposes if its net earmings inuve in whole oz in pazxt to the
benefit of a private shareholder or individual.

Section 1.501(a)~1(e) of the Regulations states that the words
"private shareholder or individual" in section 501 refer to
persons having a personal private interest in the activities of
the organization.

Section 1.501(c}(3)~1(a)(1)(ii) of the Regulations provides
that an oxrganization is not organized or operated exclusively for
one or more of the purposes specified iu section 501(c){(3) unless
it serves a public rather than private interest.
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In translating the meaning of the phrase "exclusively for
educational purposes" in Better Business Bureau v, U.S.,
326 U,S8. 279 (19%45), Ct.D,1650, C.B, 1945, 375, the Supreme Court
of the United States said: "This plainly means that the presence
of a single non-educational purpose, if gubstantial in nature,
will destroy the exenmption regardless of the number or importance
of truly educational purposes." This rationale applies equally to
any purpose under section 501(e)(3).

While you are organized for charitable and educational
purposes, you are not operated exclusively for exempt purposes
within the meaning of 501(c)(3) of the Code. You are also a
vehicle for advancing your members” carcecers and promoting the sale
of their work. Thus, you serve the private interests of your
members, Such direct benefits are subgtantial and not merely
incidental to your other purposes and activities. The sale of
artwork at your annual shews for a commission is more than an
insubstantial nonexempt purpose.

Because more than an insubstantial part of your activities is
not in furtherance of one or more exempt purpose specified in
section 501(e¢)(3) of the Code and because you are operated for the
private benefit of your meubers as opposed to the general publiec,
we -have concluded that you are ncot entitled to exemption from
Federal income tax under section 501(c)(3) of the Code

You agreed to this determination by signing Form 6018, Comnsent
to Proposed Adverse Action, cn [HIIIIIINENGgNN -

You are required to file Federal income tax returns annuvally
with your district director.,

Contributions to you are not deductible undexr section 170 of
the Code.

As provided by section 6104(c) of the Code and the applicable
regulations, the appropriate State officials are being notified of
our deteruination,

Sipcerely yours,

District Director






